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RE: FEC Violation Complaint - 1J.S. Senator Gordon Smith (R-OR) , 

Dear Mr. Norton: 

This complaint assep thai- &ep+~f:G~d& $$&€ia~ &J&d thei&degj ]Elec ri of 
Camflaign Act (the "Act"), 2 U.S.C. 0543 1 et-sea.,' and related regulatioi ; 0:. 
the Federal Election Commission ("FEC or the "Commission"), 11 C.F.F 

DISCUSSION 
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the loan. “Historical and anticipated earnings as president of Smith Frozen Poc I is 
and/or sale of personal assets” do not meet Ilic Act’s requirements for a loan. 1 i ~ ~ k r  
the terms of the Act, a lender must specifically identifl collated equaJ in dolla 
value to thc amount of the loan. The lender is required to “establish a ‘perfecte i 
security interest’ in the collateral.’’ 1 1 C.F.R. 100.7(b)( 1 l)(i)(A)( 1). Becai 8 ; : :  4 f 
the mbiguily of both the dollar value and content of the collateral pledged by ? : rii 1 I 

to U.S. Bank, it is evident that no security interest was pexfected, and no specifi 
dollar value of the assets pledged was ascertained. Therefore, becausc thc loan vat; 
not made on a basis which assures repayment, the loan is in violation of the AG! 

2. Favorable Rate of Interest 

FEC rules prohibit candidates for public office fiorn receiving a more favorablc m t ~  
of interest on a loan than ordinary customers would receive for the same loan. 
Specifically, FEC rules statc that the loan must bear “the bank’s usual and cust~l):~a~y 
interest rate for the category of  loan involved.” 1 1 C.F.R. 6 100.7@)( 1 1). 

The interest rate on the $2 million loan Smith received from US Bank for his 14 rJ15 
US. Senate campaign is listcd as the Prime Rate, which is considerably lower t ’ m  
the rate givcn to the average borrower. This low rate could potentially-save Sei lai:oi 
Smith tens of thousands of dollars in interest over the life of -the loan. 

Of additional note, US Bank has a history of providing Scn. Smith with campai .11 

support. In fact, US Bank was the third largtst contributor to Smith’s campaigi I 
between 1995 and 2000, donating $25,149 to Smith’s campaign during that tim II. 
US’Bank’s support of Sen. Smith, in conjunction with the favorable rate of inte ::jt 
he has reccived on what was effectively an uncollateralized loan, raises serious 
questions as to the equity of the loan obtain4 by Sen. Smith. 

I will appreciate your looking into these issues, and taking whatever action VOI. 
deem necessary and appropriate. Thank you for your prompt attention to I hh 
correspsndence. 
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SUBSCRIBED AND SWORN to beforeme this day of% 2 J2. 
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